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HIGHLIGHTS OF BUSINESS IN Mé 


Signs of trouble appeared on the industrial scene in 
May as automobile sales failed to come up to earlier 
expectations. New car sales this year generally have been 
about 25 percent below last year, with the result that 
inventories of new cars in dealers’ lots exceeded 900,000 
by the middle of the month as compared with 200,000 less 
at the same time last year. With roughly four months of 
the model year remaining, production is being cut back 
sharply to help dealers clear their stocks before the 1957 
models appear on the market. 

The cutbacks will affect the many suppliers of the auto 
firms as well as the manufacturers themselves. Although 
producers of steel and other primary products were still 
operating at high levels in May, summer orders for these 
products have been reduced by auto producers as well as 
by appliance and farm implement manufacturers, whose 
sales have also been below expectations. 


Employment Picture Good 


Despite the layoffs in the automobile industry, total 
civilian employment in May set a new high for the month 
at 65.2 million and unemployment was no higher than the 
mid-April figure of 2.6 million. 

The employment figure was about 1.2 million higher 
than the previous month and 2.5 million above employ- 
ment in May of last year. Expansion in farm activity and 
a sharp gain in construction work, reflected also in higher 
demand for fabricated steels and for stone, clay, and giass 
products, were the principal factors acting to boost 
employment. 

Employment in manufacturing as a whole declined 
slightly from the April figure to 16.6 million. The dip was 
accompanied by declines in the length of the factory 
workweek, to 40 hours, and in average weekly earnings of 
production workers. At $78.40, average weekly pay was 
59 cents below the April figure though well above last 
May. 


Construction Activity High 


The value of new construction put in place in May 
rose seasonally to $3.7 billion, the same as last May. The 
increases in May occurred in all types of construction. 
Record activity was reported in commercial building, edu- 
cational building, pubiic utility construction, and road 
building and other public service enterprises. Private in- 


dustrial building was also sharply hi nd at 
monthly peak. eng e Re 

Construction outlays for the first five months of this 
year amounted to $15.8 billion, slightly ahead of the cor- 
responding figure for last year. That further gains may 
be in prospect is indicated by the report of the F. W. 
Dodge Corporation that contract awards in May for 
future construction in the 37 states east of the Rocky 
Mountains were 12 percent above awards made last May. 
This was true of both residential and nonresidential 
awards. 


a 





Capital Spending Outlook Bright 


The outlook for business expenditures on new plant 
and equipment, one of the mainstays of the current boom, 
continues promising. Expenditures for this purpose are 
expected to rise from an annual rate of $32.8 billion in 
the first quarter of this year to $34.8 billion in the second 
quarter and to a new peak of $36.7 billion in the third 
quarter, according to the latest government survey on the 
subject. 

Increased outlays for capital goods in the third quarter 
were planned by all major industry groups as compared 
with the third quarter of last year. Industries planning to 
spend 50 percent or more above last summer’s levels in- 
cluded chemicals, iron and steel, nonferrous metals, autos, 
other transportation equipment, paper, stone, clay, and 
glass, and the railroads. Nonmanufacturing industries, as 
a rule, had scheduled more moderate increases. 


Continued Inventory Accumulation 


Another sharp increase in business inventories oc- 
curred during April as the book value of holdings mounted 
$900 million, well above the usual seasonal increase. This 
brought the total value of inventories at the beginning of 
May to $85.7 billion, as compared with $78.5 billion at the 
beginning of May last year. 

On a seasonally adjusted basis the rise in inventories 
during April amounted to $600 million. The great bulk of 
this increase, $500 million, took place in manufacturers’ 
holdings, much of it in the machinery and aircraft 
industries. 

Business sales, on the other hand, increased only frac- 
tionally after seasonal adjustment, while declining sharply 
without seasonal adjustment. Retail sales were down on 
both bases, both in durable and nondurable lines. 








HAS CONGRESS SOLVED THE FARM PROBLEM? ° 


By L. H. Simerl ° Page 8 
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Outlook for Fiscal 1957 


During the early months of 1956, the economy re- 
mained steady on the high plateau reached in the latter 
part of 1955. Continuing advances in some sectors — 
particularly business expenditures for plant and equip- 
ment — were offset by declines in others — particularly 
housing and autos. This inability to continue the over-all 
advance was described here in December as the prelude 
to recession. 

Since the beginning of April, the signs of weakness 
have multiplied. It now appears unlikely that the level 
of activity can be fully maintained. The second quarter 
will not be much below the first, but the stage is set for 
an acceleration of the downturn in the third quarter. 
Hopes turn, therefore, to the best alternative to steady 
advance, namely, a brief decline into the third quarter 
followed by an upsurge into new high ground in the 
fourth. Is this a realistic prospect? 


Two “Soft Spots” 

To get a quick recovery it will be necessary for the 
two sectors that have been the early “soft spots” to 
reverse downward movements currently in progress. Resi- 
dential construction is down from an annual rate of 1.4 
million units started in the early months of 1955 to 1.1 
million units in the same months of 1956. This decline is 
often viewed as being due mainly to monetary tightness. 
Once builders are able to get adequate financing, accord- 
ing to this view, the boom will be resumed. 

There is no easy way to evaluate this argument. Some 
recent steps to ease restrictions on mortgage credit have 
not shown much effect, but it may be too early to tell what 
will be accomplished. On the other hand, the basic factors 
controlling the housing cycle are adverse to recovery. 
Rates of family formation have fallen sharply from the 
postwar peak and are well below the current rate of 
building. In other words, new construction already ex- 
ceeds the long-term growth in needs and the accumulation 
of units constantly tends toward saturation of the market. 
Increases in unemployment will have the effect of further 
restricting demand. The decline in construction thus seems 
likely to continue as long as activity in general is falling. 

In the case of autos, the great white hope lies in the 
introduction of new models in the fall. The attraction of 
these new models, it is assumed, will pull sales out of the 


doldrums and rebuild prosperity. Unfortunately, an- 


‘nouncements by some companies indicate that major 


model changes will not be as general as had been expected. 

Unfortunately, also, there are no striking new colors, 
as in 1955, to make it obvious that a car is the latest 
model. Nowhere in years of previous experience was the 
sales stimulus attributable to model changes anywhere 
near as important as in 1955. As a rule, the new model 
stimulus is far less important than the change in income 
as a factor determining demand. 

The auto market, like housing, has yet to feel the 
secondary effects of a decline in activity. As soon as 
income can no longer be maintained, the decline will 
react with disconcerting impact on the car market. It may 
be that the sales declines already experienced have been 
sufficient to eliminate the excessive buying of 1955, bring- 
ing purchases into line with current income. Past declines 
offer no assurance, however, that sales will not go lower 
with falling income; and they have left the industry with 
an inventory problem that must be solved by further pro- 
duction cuts in the summer months. 


Inventory Reversal Takes Over 


Looking at business inventories more generally, it is 
clear that this problem is not confined to the auto in- 
dustry. In fact, seasonally adjusted declines in auto stocks 
during April and May lowered the over-all rate of accu- 
mulation in these months. In other lines of business, 
accumulation has continued at near-peak rates. 

The over-all ratio of inventories to sales has recently 
moved above the corresponding months of 1955. This indi- 
cation of an adverse position is bad enough, but the situa- 
tion is actually worse than indicated. Inventories are not 
fully priced up to the level of current sales; a greater 
amount of buying for inventory is included in the sales 
base; and the inventory-sales ratio should decline from 
year to year in accordance with the long-term downward 
trend. What it shows, therefore, is that the excessive rate 
of accumulation prevailing since the latter part of 1955 
is now producing an absolute excess of inventories. 

The accumulation must be stopped. It can only be 
stopped by cutting production. But then it will not be 
enough merely to stop. At the lower level of production 
and sales, liquidation will be called for. This prospective 
reversal of the inventory movement now dominates the 
outlook for the months just ahead. 

Much of the accumulation has been in durable goods, 
encouraged by the prospect of higher prices for metals. 
In the steel industry, current wage negotiations hold the 
threat of shortages or higher prices, since there may be 
either a strike or a settlement involving higher costs. 
Either of these threats is an inducement to accumulate 
inventories and a goodly portion of current steel produc- 
tion has been going into inventory holdings. 

Such accumulation has a definite terminal date. If a 
settlement is reached, the incentive to accumulate will 
disappear with the effective date of the new prices, leav- 
ing a void in ordering as stocks are run off. This has been - 
the recent experience of the copper industry. If there is a 
strike, liquidation will be sharper, effecting a quick reduc- 
tion in stocks of steel. This would disturb the pattern of 
the business recession to some extent, by hastening the 
adjustment, but would not change business prospects sub- 
stantially over the longer term. : 

Leaving the possibility of a steel strike aside, it seems 
unlikely that inventory liquidation will reach more than a 

(Continued on page 6) 
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ILLINOIS INDUSTRIES AND RESOURCES 





ILLINOIS— RECREATIONAL PLAYGROUND 


In 1955 Illinois ranked fifth in the nation in popularity 
as a vacationland, bowing only to New York, Florida, 
California, and Michigan. Increased interest in the State’s 
historic events has been promoted through a “tell and sell 
Illinois” program and through the adoption by the Gen- 
eral Assembly of the “Land of Lincoln” slogan. 

Vacationers interested in the scenic beauty of streams 
and woodlands may be enticed by the numerous beautiful 
parks and memorials, and may take the opportunity to 
engage actively in camping, boating, hunting, or fishing at 
the many wildlife refuges and public hunting and fishing 
grounds. Others, who find the hustle and bustle of the city 
to their liking, can enjoy the booming industrial and edu- 
cational activities of Chicago, America’s second largest 
city. 


Land of Lincoln 


Much of the attraction within the State is associated 
with the memory of Abraham Lincoln, whose life has left 
an imprint upon Illinois that is unequaled anywhere else 
in the nation. Abraham Lincoln spent much of his early 
manhood here and the notable events of his life have been 
commemorated by memorials ranging from the Lincoln 
Trail Monument near Lawrenceville, which marks his 
point of entrance into Illinois, to the majestic Lincoln 
Tomb in Oak Ridge Cemetery at Springfield. 

At New Salem State Park, 18 miles northwest of 
Springfield, is an authentic restoration of the town where 
Lincoln lived for six years. The Lincoln Log Cabin State 
Park, south of Charleston, is a reproduction of the last 
home of Lincoln’s father and is surrounded by a rail 
fence of the exact type which earned Lincoln the nick- 
name of “The Rail Splitter.” Nearby is the Moore Home, 
a State memorial, where Lincoln visited his stepmother 
shortly before he became President. 

Among the other Lincoln memorials are the court 
houses at Mt. Pulaski, Metamora, and Lincoln, in which 
he practiced law; the old State House in Vandalia, where 
he served his first term as legislator; and the Bryant 
Cottage at Bement, where Lincoln and Douglas arranged 
for their famous debates. At Springfield, in addition to 
the Lincoln tomb, may be seen the only house which 
Lincoln ever owned, as well as other historical spots con- 
nected with his life and career. 


State Parks 

While the historical significance of Abraham Lincoln 
tends to be of great interest, there are many other parks 
and memorials which are historic and picturesque in 
nature. To mention only a few: the Pere Marquette State 
Park near Grafton, largest of all Illinois State parks, is 
named for Father Jacques Marquette, famous French 
explorer; Giant City, south of Carbondale, is located in 
the Illinois Ozarks and has some of the most interesting 
and scenic rock formations in the nation; the Mississippi 
Palisades area, north of Savanna, is one of the most 
beautiful in the State, with a sweeping view of the river 


from the tops of the high palisades; Starved Rock, be- 
tween Ottawa and LaSalle, provides a wealth of scenic 
beauty and is rich in dramatic historic happenings; and 
White Pines Forest, west of Oregon, contains the largest 
southernmost stand of white pines in the United States. 

Illinois has many State parks with hiking trails, bridle 
paths, picnic grounds, swimming pools, and other recrea- 
tional facilities. Reasonably priced overnight accommoda- 
tions with meals are provided at the Giant City, Pere 
Marquette, Starved Rock, and White Pines Forest parks, 
and dining room facilities are available at the Black 
Hawk and New Salem parks. In addition, public camping 
is permitted in 31 parks, and trailer camps with modern 
bath houses and water and light facilities have been 
provided at several locations. 


Hunting and Fishing 


There are 15 public hunting areas throughout the 
State from which a combination of pheasant, quail, duck, 
geese, raccoon, rabbit, and other game may be taken. 
During the 1954-55 season 515,709 hunters were licensed, 
but only 24,761 secured permits to hunt on public areas. 

Illinois is perhaps best known for its duck and geese 
hunting. For example, the area around Horseshoe Lake 
and that along the Illinois River within a 25-mile radius 
of Havana, from Rice Lake to Sanganois, is invaded 
annually during duck season by several thousand gun- 
toting enthusiasts who think nothing of sitting for hours 
in a freezing rain for a shot at these swift and crafty 
waterfowl. Many sections where sportsmen’s clubs are 
active also provide very good pheasant hunting, and the 
Illinois Department of Conservation has made great 
strides in the development of wildlife areas. 

Over one million people participate in fishing through- 
out Illinois each year. Nearly 400 principal natural water 
reservoirs are available to these fishermen, but the prob- 
lem of water pollution resulting from industrial use has 
become severe in some areas. To supplant these waters 
and to provide fishing in areas having few or no fishing 
waters, the State has created numerous artificial lakes 
and ponds. 

Of particular interest is Crab Orchard Lake, between 
Carbondale and Marion. Approximately ten miles long 
and five miles wide at its widest part, it has been well 
stocked with fish and is becoming popular as a southern 
Illinois recreational center. 

The State of Illinois has as its objective a State park 
or recreational area within 50 miles of every community. 
It is progressing rapidly toward its goal, but many per- 
sons in Illinois are actually unaware of the many con- 
veniences and accommodations at their service. In order 
to familiarize Illinois residents as well as out-of-state 
visitors with these facilities, the Division of Department 
Reports, State House, Springfield, furnishes upon request 
an excellent map showing the location of State parks and 
memorials, public hunting and fishing grounds, and other 
points of interest. 


KNOW YOUR STATE 
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STATISTICAL SUMMARY OF BUSINESS ACTIVITY 


SELECTED INDICATORS 
Percentage changes March, 1956, to April, 1956 
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Sus. 
ILLINOIS BUSINESS INDEXES 
April Percentage 
, 1956 Change from 
me (1947-49 | March | April 
= 100) 1956 1955 
Electric power!................ 201.8 — 5.5| + 7.0 
Coal production®..............: 75.9 —13.5 | +16.5 
Employment — manufacturing*®..| 107.6 — 0.6| + 3.8 
Weekly earnings—manufacturing*} 149.0 + 0.7 | + 6.0 
Dept. store sales in Chicago‘... . 115.0> — 3.4/) + 3.6 
Consumer prices in Chicago’. . . . 118.1 + 0.3 | + 1.0 
Construction contracts awarded® 395.3 +11.6 | —10.4 
FOR rte 163.8 —10.1 | + 7.1 
eS IEE ae re 79.0 + 6.8} — 4.8 
Life insurance sales (ordinary)*..| 220.9 — 7.7 | +11.0 
Petroleum production™......... 127.1 — 4.2] + 4.3 














1Fed. Power Comm.; ? Ill. Dept. of Mines; * Ill. Dept. o 


* Fed. Res. Bank, 7th Dist.; 5U. S. Bur. of Labor Statistics; * F. 
Dodge Corp.; * Fed. Res. Bd.; * Ill. Crop Rpts.; * Life Ins. Agcy. Manag. 


Assn.; * Ill. Geol. Survey. 


® March data; comparisons relate to February, 1956, and March, 1955. 


> Seasonally adjusted. 


UNITED STATES MONTHLY INDEXES 























oe 
April ange rom 
a 1956 | March | April 
1956 1955 
Annual rate 
in billion $ 

Personal income'............. 317.18 + 0.6 | + 6.1 
Manufacturing! 

IEE rag ie ca ea 327.6" + 0.7} + 5.0 

Sune sk eee. Fee 47.9%>) + 1.1] +10.6 
New construction activity! 

Private residential. ......... 14.5 + 8.5) — 8.5 

Private nonresidential....... 13.5 + 3.8 | + 7.4 

De WIA bd cawidecess 11.0 +17.1}+4+ 0.1 
Foreign trade! 

Merchandise exports. ....... 18.9¢ +16.0 | +17.1 

Merchandise imports........ 13. 2° + 4.7) + 7.8 

Excess of exports........... 5.7° +54.4 | +46.3 
Consumer credit outstanding? 

WE IR Sac ticct acs fe5% 36.0% + 1.2] +17.3 

Installment credit.......... 28.3» + 1.1 | +20.2 
ee Eee 27.8» + 1.6 | +23.5 
Cash farm income’®............ a Wee eee 8 nen oe 

Indexes 
' (1947-49 

Industrial production? = 100) 

Combined index............ 142 + 0.7] + 4.4 

Durable manufactures....... 159* + 1.3] + 5.3 

Nondurable manufactures. . . 128* 0.0} + 1.6 

OS SEES a Se 130* 0.0; + 9.2 
Manufacturing employment‘ 

Production workers......... 107" + 0.2] + 2.1 
Factory worker earnings* 

Average hours worked....... 101 — 0.5| — 0.2 

Average hourly earnings..... 147 0.0; + 4.8 

Average weekly earnings..... 148 —- 0.5| + 0.3 
Construction contracts awarded® 316 + 1.6) + 4.3 
Department store sales?....... 122° + 0.8 | + 2.5 
Consumers’ price index*....... 115 + 0.2} + 0.6 
Wholesale prices* 

All commodities............ 114 + 0.8 | + 2.9 

Farm products............. 88 + 1.6] — 6.6 

NR tis ticks. cwecie xt e ee 101 + 1.3} — 2.0 

EE Sea ee oS 122 + 0.6} + 5.2 
Farm prices* 

Received by farmers........ 86 + 1.2} — 5.5 

Paid by formers. ...i)55 062 114 + 0.9 0.0 

BN Nica <b. 6:0 eves aiken 824 0.0; — 5.7 





*U. &. 


Dept. of Commerce; ? Federal Reserve Board; * U. S. 


Dept. 


of Agriculture; *U. S. Bureau of Labor Statistics; 5 F. W. Dodge eal 9 
a, 


® Seasonally adjusted. 


» As of end of month. 


¢ Data are for Marc 


1956; comparisons relate to February, 1956, and March, 1955. ¢ Based on 


official indexes, 1910-14 = 100, 


UNITED STATES WEEKLY BUSINESS STATISTICS 


n.a. Not available. 
































1956 1955 
Item 
May 26 May 19 May 12 | May 5 Apr. 28 May 28 
Production: 
Bituminous coal (daily avg.)......... thous. of short tons..| 1,687 1,633 1,670 1,665 1,693 1,541 
Electric power by utilities........... mil. of kw-hr........ 10,927 10,875 10 ,837 10,815 10 , 867 9,976 
Motor vehicles (Wards)............. number in thous..... 130 127 128 135 149 198 
Petroleum (daily avg.).............. Canes, BE i 22 7,071 7,071 7,029 7,084 7,146 6,655 
NS hale Ah eile ds bhistvah oAutnoue 1947-49 =100... 139 136 136 138 144 135 
Freight carloadings................... thous. of cars....... 788 779 778 771 778 790 
Department store sales................ 1947-49=100....... 117 122 129 125 119 114 
Commodity prices, wholesale: 
TN a as ong 6 vos 0 Koide Tews 1947-49=100....... 114.4 114.3 113.9 113.8 113.7 109. 9* 
Other than farm products and foods. .1947-49=100....... 121.7 121.8 121.8 121.4 121.4 115. 5* 
NS” ES re ie a 1947-49=100....... 90.4 90.8 90.8 92.1 92.1 89.1 
Finance: 
Ee ae Sr ae a Sa ee 28 ,093 28 , 203 28,031 28 ,053 27 ,842 22,641 
Failures, industrial and commercial...number............ 273 279 258 277 236 204 











Source: Survey of Current Business, Weekly Supplements. 


® Monthly index for May, 1955. 
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RECENT ECONOMIC CHANGES 


GNP Gain Slows 


Total output of goods and services continued to rise 
in the first quarter, but the gain over the fourth quarter 
of 1955 was modest compared with last year’s quarterly 
advances. The increase in gross national product in the 
first quarter of 1956 was $1.3 billion, bringing the total 
to a seasonally adjusted annual rate of $398.6 billion. By 
comparison, the increase in the fourth quarter of last 
year was $5.3 billion. 


GROSS NATIONAL PRODUCT OR EXPENDITURE 
(Seasonally adjusted, billions of dollars at annual rates) 


Ist Qir. 4th Qir. Ist Qtr. 

1956 1955 1955 

Gross national product........... 398.6 397.3 375.3 
Personal consumption......... 258.8 257.2 245.8 
Durable goods.............. 33.9 34.8 34.4 
Nondurable goods........... 129.9 128.8 122.4 
SPUN Th 6 ese le chaos cues 95.1 93.6 89.0 
Domestic investment.......... 62.4 63.2 54.1 
New construction........... 31.6 32.3 31.2 
Producers’ durable equipment 26.8 25.5 21.5 
Change in business inventories 4.0 33 ‘3 
Nonfarm inventories only. . 4.0 + | 4:5 
Foreign investment............ .0 —.3 —.4 
Government purchases......... 77.4 77.2 75.8 

INCOME AND SAVINGS 

National income...............- n.a. 332.2 311.4 
Personal income. ............... 313.6 311.5 293.6 
Disposable personal income....... 277.0 276.0 261.0 
FORE GRIUES «Sas 5 060s cdr atnce 18.2 18.8 15.3 


The first quarter slowdown reflects the turnaround in 
consumer expenditures for durable goods, particularly 
automobiles and new houses. These declines were more 
than offset by increased expenditures for consumer non- 
durable goods and services and producers’ durable 
equipment. 


Service Expenditures 

As noted above, consumer expenditures for services 
were important in maintaining the advance in gross na- 
tional product during the first quarter. These outlays have 
been equally important over the longer term as growth 
and stabilizing factors in total consumption expenditures. 
Except for a fractional decline in 1938, consumer expend- 
itures for services have increased every year since the de- 
pression low of 1933, thus limiting the effects of occasional 
declines in expenditures for commodities since the thirties. 

Expenditures for housing and household operation are 
the most important component in service expenditures, 
accounting currently for about half of the total. As 
shown by the accompanying chart, expenditures for hous- 
ing have risen less than the average for total services, 
thus reflecting the slower rise in rents than in other 
prices. On the other hand, expenditures for household 
operation have risen more than the average as the 
housing boom brought with it greater use of electricity, 
gas, water, and telephone service and substantial mainte- 
nance and repair expenditures for homes and _ their 
contents. 

Although a relatively small item in the total, expendi- 
tures for private education and research have exhibited 
the most phenomenal gain since 1929, rising fourfold 
over the period illustrated. Personal business expenditures 
have increased less than average, but the smaller advance 
is misleading because the 1929 base is abnormally dis- 


torted by high brokerage fees and other charges asso- 
ciated with speculation in the stock market in 1929. 


Record Debt Advance 

The nation added more to its debt during 1955 than 
in any other peacetime year. Net public and private debt 
totaled $658 billion at the end of 1955, up $51 billion over 
1954. The increase compares with a rise of $21 billion 
in 1954 and the previous postwar peak of $43 billion 
in 1950. 

The bulk of 1955’s net borrowing originated in the 
private sector of the economy. Corporations added $19 
billion to their total indebtedness, an amount exceeded 
only in 1950 and 1951. Individual and noncorporate bor- 
rowing moved up by $26 billion to $192 billion at year-end. 
Home builders borrowed a record $15 billion to finance 
the sizable volume of new homes started in 1955, and non- 
mortgage debt rose by $11 billion. 

The Federal government increased its net debt by less 
than a billion dollars to $231.5 billion. The rise was the 
smallest since 1951. At the state and local levels, high 
rates of new borrowing continued into 1955. In the year 
ended last June, state and local governments added $5 
billion to their outstanding indebtedness, bringing the 
total to $38 billion. 


Savings Rate Slowed 

Individuals’ record volume of borrowing in 1955 sub- 
stantially offset new liquid saving that took place during 
the year. Despite the fact that individuals added materi- 
ally to their savings in all forms of liquid assets except 
currency and bank deposits, the increase in asset holdings 
by individuals, as estimated by the Securities and Ex- 


CONSUMER EXPENDITURES FOR SERVICES 
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Source: U.S. Department of Commerce. 
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change Commission, amounted to only $8 billion compared 
with $11.3 billion in 1954 and with equal or higher rates 
in each of the previous three years. 

Individuals acquired $5.7 billion of government and 
corporate securities in 1955 compared with liquidation 
of such assets of $700 million a year earlier. The im- 
portant elements in this increase were a rise of $1.6 
billion in purchases of nonsavings United States govern- 
ment bonds and an increase of $2.4 billion in individuals’ 
holdings of corporate issues. There was a continuation of 
the steady growth in private insurance and pension re- 
serves and in individuals’ investment in savings and loan 
association shares. Expansion of individuals’ bank ac- 
counts was held to $4.3 billion last year, as funds were 
diverted into securities, housing, and consumer durables. 

Offsetting these changes was the record increase in 
individual debt. This amounted to $18.2 billion — a smaller 
increase than noted for individual and noncorporate debt 
in the preceding section since SEC counts only mortgage 
debt on 1-to-4-family nonfarm dwellings and omits non- 
corporate business debt from consideration. 


Farm Expenses 

Since 1940 farm operators’ production expenses have 
moved up 232 percent, to $22.4 billion in 1955. The rise 
has been paced by depreciation charges on equipment 
and buildings, up 400 percent, and fertilizers, up 300 
percent. Smaller increases occurred for hired labor, taxes 
on farm property, and farm mortgage interest payments. 

Changes in expenses reflect a composite of differential 
rates of change in the use of various resources and in 
farm cost rates and prices paid for production items. As 
shown by the chart, a given volume of farm output could 
be produced in 1955 on fewer farms with less land, labor, 
and work animals, but with more machinery and fertilizer. 
Thus, though farm wage rates have soared 300 percent 
since 1940, and despite a 35-percent increase in output 
over the period, the use of labor has gone down so that 
the increase in farmers’ wage expense has been much 
more limited. At the other extreme, although prices of 
fertilizers have increased only about 55 percent since 
1940, increased use has pushed total expenditure on this 
item up substantially more than the price change. 
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Outlook for Fiscal 1957 
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moderate rate in the third quarter. If it should reach an 
annual rate of $2 billion, only a half billion would be 
removed from stocks by the end of the quarter. This 
would be only a slight reduction from current holdings of 
$85 billion, not nearly enough to complete an adjustment. 
Liquidation must be more drastic and prolonged for a 
longer period. The decline will therefore continue into 
the fourth quarter. 


Big Question Mark 


The big question mark about the outlook concerns the 
movement of plant and equipment in the second half of 
the year. If capital outlays can continue up sufficiently to 
offset the decline in inventories, hopes of an early recov- 
ery would indeed be justified. 

The popular way of thinking about this question is in 
terms of surveys of business plans for investment. The 
latest Commerce-SEC survey indicates that investment 


_ expenditures will continue a steady uptrend through the 


third quarter. The McGraw-Hill survey indicated an even 
stronger advance during the remainder of the year. It is 
conceded that it may not be possible to carry through the 
plans completely, because of materials bottlenecks and 
tight money, but not that there is any lack of inclination 
to do everything possible. 

It seems unlikely that the advance in plant and equip- 
ment expenditures, even with some help from rising 
government expenditures, will be sufficient to offset com- 
pletely the reversal in inventories. But if the strong sur- 
vey projections are realized, the decline would again be 
very minor, as in 1949 and 1954. 

The alternative approach to this problem lies in the 
analysis of the relationships revealed by past experience. 
The usual pattern during business cycles is for invest- 
ment to turn down with a decline in activity, lagging 
somewhat at the turn. The mechanism of the cycle tends 
to bring about a downturn even if activity does not 
definitely turn down, but merely stops going up. Growth 
is needed to sustain the rate of investment, because the 
creation of capacity is cumulative. Without growth, in- 
vestment has to drop back to the level of replacement. 

The results obtained in fiscal year 1957 may therefore 
be important in testing the validity of both surveys and 
investment theories. The latest surveys were both taken 
at the end of the first quarter, when business optimism 
was at a peak. The real question is not what can be done 
but whether business will still want to do so much after 
the situation changes. Investment policy is sure to change, 
at least to some extent, when it appears that needs are 
different from what had been anticipated. Only scattered 
instances of facilities plans being canceled have yet been 
reported. The possibility that cancellations will increase 
in the fall is not eliminated by optimism in the spring. 

It appears likely, therefore, that the recession of 1956 
will go ahead on schedule, with the fourth quarter a low 
rather than a high. The decline promised to be moderate 
in any case. Continued strength in capital expenditures 
would make it mild indeed. 

In the first half of 1957, some recovery is in prospect. 
However, the apparent lack of driving force in any sector 
suggests that the recovery also will be moderate. The real 
danger, therefore, lies not in anything that will happen in 
fiscal 1957 but in what lies beyond. Failure to progress to 
new highs in 1957 would turn investment downward, and 
then the over-all decline would be resumed. VLB 
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BUSINESS BRIEFS 


PUBLICATIONS AND DEVELOPMENTS OF BUSINESS INTEREST 


State Tax Collections 


In the past five years tax collections by the 48 states 
have increased by almost one-half, from $7.9 billion to 
$11.6 billion. Every state participated in the advance, al- 
though the individual gains ranged from a low of 6.6 
percent in South Dakota to 89.0 percent in Georgia. 

Six taxes accounted for about three-fourths of all col- 
lections, according to the Tax Foundation report State 
Tax Rates and Collections, 1950 and 1955, In order of 
importance these are the general sales and use tax, the 
motor fuel tax, the motor vehicle and operator’s license 
fees, the net income tax, the tax on sales of alcoholic 
beverages, and the tax on tobacco sales. Revenues from 
the first three advanced more rapidly than the total, 
whereas the last three gained at a slower rate. 

Only 15 states use all six of the major revenue sources. 
All 48 impose the motor fuel sales tax, the alcoholic 
beverage tax, and the motor vehicle and operator’s 
license fees to some degree, but only 28 have a general 
sales or use tax, 35 have an income tax, and 40 have a 
tobacco sales tax. Half of the states have both a sales 
and an income tax. 


New Unemployment Report 


A new source of data, the Monthly Report on the 
Characteristics of the Insured Unemployed, was intro- 
duced by the United States Department of Labor in May. 
The information is based on a l-percent sample of all 
persons applying for unemployment benefits through the 
state unemployment security agencies, including persons 
under the state programs, the program for Federal civil- 
ian workers, and veterans of the Korean war. Data are 
provided on unemployment by industry, occupation, age, 
sex, and marital status, as well as by length of unem- 
ployment. 

The first report surveys conditions in February, 1956. 
Unskilled workers were much more numerous among the 
ranks of the unemployed than in the labor force as a 
whole, whereas for clerical and sales workers the opposite 
was true. About three-fourths of the unemployed were 
men, partly because of the high rates of unemployment in 
construction and auto manufacturing. A larger proportion 
of older workers were jobless and had been for longer 
periods than had younger workers. 


Gardening Tools Deluxe 


The home gardener can keep his garden in good order 
using a minimum of effort with the new electric hoe 
manufactured by the W. R. Brown Corporation, 2701 
North Normandy Avenue, Chicago 35. Vibrating prongs 
loosen the earth without requiring the operator to bend, 
dig, push, and pull. The materials used in the hoe are 
corrosion resistant and highly durable. 

Another aid to the gardener is a “Rakaid,” an attach- 
ment to clean the tines of an ordinary rake. The aid can 
be operated by turning the rake over and pressing a 
spring on the back which forces a set of teeth through the 
tines of the rake, pulling out leaves and other debris. 
The attachment is manufactured by Bonine and Company, 
1408 Rollins Road, Toledo 12. It is priced at $1.69. 

Rake and hoe are combined in another garden tool, the 
“Dandi-Ho-Rake,” made by the Dandy Products Cor- 


poration, Oshkosh, Wisconsin. Weighing only two pounds, 
the tool can be easily converted into a hoe, a weed digger, 
or a rake varying from 6 to 1314 inches in width, merely 
by pressing a button and pulling a trigger. 


Employment Trends 


Although nonfarm employment has almost doubled in 
the past thirty-five years, movements among its com- 
ponents have been significantly diverse. They reflect a 
steady shift from the goods-producing industries to the 
service groups. 

Employment trends in selected sectors of the economy 
since 1920 are pictured in the accompanying chart. Mining 
and transportation and utilities have accounted for less 
and less of total nonfarm employment, as technological 
improvement has increased labor efficiency. Employment 
in mining has even declined in absolute numbers, pri- 
marily because of declines in the coal industry. The 
proportions employed in government and the service and 
miscellaneous group, on the other hand, have increased 
markedly, as these segments have become more important 
in the economy. Except for a sharp setback during the 
war when consumer goods were in short supply, wholesale 
and retail trade has shown a slight tendency to increase 
its share of employment totals. 

The two world wars were the major factors behind some 
changes. In both wars construction was forced back to 3 
percent and manufacturing rose to 39 percent, whereas 
their peacetime levels have been closer to 5 and 33 percent 
respectively. Finance, insurance, and real estate employ- 
ment has remained at about 4 percent of the total through- 
out the period, except during the depression when it did 
not fall with the total, thus raising its relative position. 


CHANGING PATTERN OF EMPLOYMENT, 1920-55 
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HAS CONGRESS SOLVED THE FARM PROBLEM? 


L. H. SIMERL, Department of Agricultural Economics 


Congress passed and the President signed in May a 
major farm bill—the Soil Bank Act. The primary pur- 
pose of this act is to raise farm income by restricting 
production to reduce supplies and raise prices of farm 
products. In this way, it is hoped to cope with the rapidly 
increasing farm output of recent years, an increase which, 
despite the declining farm labor force, has outstripped 
that of population (Chart 1). The act authorizes the 
expenditure of $1.2 billion a year to encourage farmers 
to take land out of crop production. 


Provisions of the Act 


The soil bank program applies to corn as follows: 
Each farm is given a “corn base acreage,” which is an 
equitable share of the national corn base acreage set in 
the law. To participate a farmer plants only 85 percent 
of his base acreage to corn and puts the remaining 15 
percent in the bank. 

The land in the bank may be left unplanted, or if 
planted to a crop it must be clipped or plowed under. 
Any farmer who participates will be compensated at a 
rate of 90 cents times the normal crop production (in 
bushels) of the land held out of production. The average 
yield of corn in Illinois is 56 bushels per acre, so average 
payments are expected to be 90 cents times 56, or $50.40 
an acre. The participating farmer will receive one other 
important benefit — the privilege of getting price support 
at $1.50 a bushel for the corn that he produces. 

The act provides similar programs for wheat, cotton, 
peanuts, rice, and tobacco. It authorizes annual expendi- 
tures for the individual crops as follows: corn, $300 
million; wheat, $375 million ; cotton, $300 million ; peanuts, 
$7 million; rice, $23 million; and tobacco, $45 million. 


CHART 1. U. S. POPULATION AND 
FARM OUTPUT, 1910-55 
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Source: Agricultural Outlook Charts, 1956, p. 14. 


The combined soil bank program for these six crops 
is called the “Acreage Reserve Program.” It is being 
carried out under annual contracts between individual 
farmers and the Secretary of Agriculture. 

A second part of the Soil Bank Act provides for a 
“Conservation Reserve Program.” Contracts under this 
program are for not less than three years. Under these 
contracts the farmer agrees to take specific cropland out 
of production and to establish thereon grass, trees, or 
other cover crops, water storage facilities, or wildlife 
refuges, or to keep the land idle, or to devote it to soil- 
conserving crops. The farmer also agrees not to harvest 
or graze any of the acreage under contract. 

The Secretary is authorized to pay a fair share of 
the cost of establishing the conservation use and an 
annual rental on this land. The act authorizes annual 
expenditures of $450 million for this program. 


Direct Effects 


Can the soil bank program add directly to farm in- 
come? The act authorizes payments to farmers of $1.2 
billion a year. This amount is equal to only 4 percent of 
the gross receipts from farm marketings in 1955. Further- 
more, in order to qualify for payments most farmers will 
have to reduce their output and sales of farm products 
by nearly as much as they will receive from soil bank 
payments. Thus the soil bank payments themselves are 
not likely to add more than 1 percent to gross farm 
income. 

Will the new farm program materially restrict pro- 
duction and thereby reduce surplus stocks and raise farm 
incomes as intended? History provides considerable in- 
formation to answer these questions. 


Soil Bank Not New 


The name “soil bank” is new in farm legislation, but 
programs very similar to those authorized in the act were 
widely used in this country in the 1930’s. Soil bank-type 
programs were first authorized by Congress in the Agri- 
cultural Adjustment Act of 1933. In that year $377 million 
of “rental and benefit payments” were made to growers 
of cotton, wheat, and tobacco. 

In 1934 payments of $595 million were made to grow- 
ers of cotton, wheat, corn, tobacco, sugar beets, sugar 
cane, and hogs. Then, essentially as now, participating 
farmers were required to reduce their crop acreages and 
to lease idle land to the Secretary of Agriculture. Then, 
as now, participating farmers obtained the privilege of 
getting price support on their crops. 

Participating wheat growers reduced their plantings 
15 percent under their base acreages in 1934 and 10 per- 
cent in 1935. In 1934 participating corn growers agreed 
to cut their acreage by 20 percent. In return the govern- 
ment paid them 30 cents a bushel on the estimated normal 
corn yield on the land held out of production. Acreage 
in the North Central States was cut 18 percent, as about 
four-fifths of the farmers joined in the program. 

In 1936 the Supreme Court declared that the control 
of agricultural production was unconstitutional. Eight 
weeks later Congress passed the Soil Conservation and 
Domestic Allotment Act. This law provided $500 million 
annually for farmers who followed land use practices 
approved by the Secretary and reduced acreages. The 
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compensations paid to farmers were called “conservation 
payments” and “price adjustment payments.” 

Extreme drouths burned the nation during the years 
1934 through 1936. The surpluses disappeared, and inter- 
est in production controi almost vanished. In 1937, how- 
ever, came bumper crops. Prices of farm products 
tumbled, and Congress enacted a new farm bill, the Agri- 
cultural Act of 1938. It provided for production control 
over farm products, mandatory price supports, and “parity 
payments” to participating farmers. 


CHART 2. STOCKS OF SELECTED 
FARM PRODUCTS, 1952-56 
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In the meantime deaths and retirements had permitted 
some changes in the justices of the Supreme Court. When 
the production control features of the 1938 act were 
tested before the Court, it held that it is proper for the 
government to regulate that which it subsidizes. 

The Agricultural Act of 1938, with various amend- 
ments, remains in effect today. The Soil Bank Act is 
essentially an amendment to the act of 1938. 

Soil bank-type payments to farmers reached a peak 
of $709 million in 1939. This sum was equal to £1.6 billion 
of today’s farm dollars, substantially more :nan the $1.2 
billion authorized by the Soil Bank Act. 

Surpluses accumulated rapidly under the price support 
and production control programs in the 1930's, except 
when severe drouths cut yields from 1934 to 1936. Sur- 
pluses of corn, wheat, and cotton became almost unman- 
ageable by 1941, but they proved to be quite useful during 
World War II. Unusually large needs persisted for a few 
years after World War II and during the war in Korea. 

Surpluses accumulated rapidly again beginning with 
the crops of 1952 (see Chart 2). The excess stocks now 
on hand are equivalent to one year’s output of wheat and 
cotton and one-third of a crop of corn. They also include 
substantial amounts of other products. The nation has 
an investment of over $8 billion in these excess stocks. 

These stocks have been accumulated mostly as a result 
of price support at 90 percent of parity and in spite of 


production control programs that have been developed 
in 27 years of legislative experience. 


The Corn Belt 


The farm programs of the past have favored other 
areas at the expense of farmers in the Corn Belt. In 
important instances producers in other nations have 
inadvertently been favored at the expense of farmers in 
this country. For example, as a result of high price sup- 
ports we have lost very important export markets. Before 
price supports for cotton were begun in 1930, this country 
had export markets for seven to ten million bales an- 
nually, the product of 26 million acres. Now exports 
are less than two million bales, the product of only three 
million acres. Thus, prices were held up while growers 
in other countries took over the markets. 

From 1953 to 1955 alone, 30 million acres were taken 
out of cotton and wheat as a result of acreage restrictions 
associated with high price supports. Most of this land, 
over 22 million acres, an area equivalent to the State of 
Illinois, was planted to feed crops, including soybeans, 
as is shown in Chart 3. Most of the feed produced on 
these acres is being converted into meat and eggs. The 
result is that the Corn Belt is suffering more from de- 
pressed prices than is any other area in the nation. 

Corn Belt farmers receive most of their income from 
the sale of hogs, cattle, and corn. As of May 15 the price 
of hogs was equal to only 72 percent of parity; cattle, 
71 percent; and corn, 79 percent. At the same time leading 
products of other areas were selling for prices that were 
much higher on the parity scale. The price of wheat was 
83 percent of parity; cotton, 90 percent; milk, 91 percent; 
and tobacco, 104 percent. 

If the soil bank program is to bring any important 
benefits to farmers, especially those of the Corn Belt, these 
benefits seem likely to come indirectly. They seem likely 
to come only if the soil bank program leads farmers 
eventually to place less dependence on high price supports 
and acreage restrictions that have caused our loss of large 
markets in other countries for cotton and wheat and 
have put cotton and wheat growers into the feed, hog, 
and cattle business. 


CHART 3. SHIFTS IN CROP ACREAGES, 1953 to 1955 
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LOCAL ILLINOIS DEVELOPMENTS | 


Activity slackened in many segments of the Illinois 
economy during April, partly as a result of an after- 
Easter letdown. Coal production declined almost 13 per- 
cent, as warmer weather cut demand, but remained well 
above April, 1955. Bank debits were also off sharply, 
reflecting the decline in retail trade and other commerce. 

Construction contract awards, on the other hand, rose 
rapidly with the favorable building weather, increasing 
almost 12 percent over the previous month. Nevertheless, 
they were below the record for the month established a 
year ago. Business loans at leading Chicago banks also 
advanced during the month, largely from food processors’ 
borrowing in preparation for using the early crops and 
metal fabricators’ borrowing partly to stockpile materials 
in the face of promised price advances. 


Agricultural Roundup 


The center of Illinois agriculture has moved slightly 
north during the past three decades. This is the conclu- 
sion of a study by Dr. Howard G. Roepke, Assistant 
Professor of Geography at the University of Illinois. 
Based on acreage in crops, the agricultural center of the 
State is in the northeastern corner of Logan County, 
whereas that based on crop and livestock value is about 
fifteen miles further north, in the western part of McLean 
County. According to Dr. Roepke these points are about 
10 miles north of the centers of twenty-five years ago. In 
recent years the center of corn production has moved 
sharply northward in the State, as have most crops except 
winter wheat, which shifted slightly to the south. 

Insect control measures saved Illinois farmers almost 
$14 million during 1955, according to Dr. Harlow B. Mills 
of the Illinois Natural History Survey. More than half 
of this resulted from control of the European corn borer. 

The Illinois Department of Conservation announced 
the planting of 370,000 seedling trees on park land taken 
out of cultivation this spring as part of the soil bank 
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program. The largest planting was done at the Siloam 
Springs State Park in Adams and Brown counties, but 
parks in Coles, Kankakee, Macon, Pope, and Lawrence 
counties also received trees. 


Around the State 


The welcome problem of growth is confronting many 
of the cities around the State. To meet the demands of 
expanding populations, schools and other facilities have 
been built at record rates. 

In Kankakee a ring of new industrial plants has 
blossomed forth; more than $20 million has been spent 
on expansion in that area since 1950 and almost that much 
has been allotted for further additions. To meet the needs 
of the concomitant influx of population, a school bond 
issue of $2.25 million was approved in 1954, and con- 
struction is to be completed this year. Hospital facilities 
have been expanded as well, and the city has constructed 
a new Civic auditorium and several new parking lots. 

Quincy is also experiencing growth. A $4-million 
shopping center is being built on its rapidly growing 
eastern edge, and five new parking lots are planned in 
the downtown area to facilitate handling the crowds of 
shoppers. A new high school is under construction, with 
hope of completion by 1958, and plans are to turn the 
old building into a junior high school. On the industrial 
front, Motorola is building a new plant, and Gardner- 
Denver and Electric Wheel and Moormans are making 
additions. 

Mount Carmel has recently annexed about three 
square miles of land, and the city plans expansion of 
water and sewer systems to include this area. Two new 
grade schools and an addition to the high school are 
being constructed. Part of the growth has come from the 
city’s focal position in relation to Illinois oil fields. Pacific 
Industries, makers of heavy equipment, and the Snap-On 
Tools Corporation are also adding to that city’s growth 
with new plants. 

Construction has boomed in Carbondale. Southern 
Illinois University has added six new dormitories and a 
new agricultural building. Three new grade schools have 
opened in the past year, and when the new high school 
opens, its former buildings will be turned into more grade 
schools. An addition to the hospital is also in process. 


Employment Records Toppling 


Since last October each month has seen a new high 
attained in Illinois nonfarm employment for that month. 
The record in December also marked a new all-time peak 
since that month normally caps the year because of the 
extra workers needed in trade to meet the Christmas 
rush, 

As may be seen in the accompanying chart, norfagri- 
cultural employment in Illinois broke the 3.5-million mark 
for the first time last December, and has exceeded 3.4 
million during each of the first four months of this year. 
Since December, however, the margin by which previous 
highs were exceeded has narrowed steadily. 

Not all types of nonfarm employment have remained 
at record levels despite the high totals. In comparison 
with last year, April employment was down by at least 
1,000 in the fields of ordnance and accessories, food and 
kindred products, and retail trade. 
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COMPARATIVE ECONOMIC DATA FOR SELECTED ILLINOIS CITIES 
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SOUTHERN ILLINOIS 
Rout Mt. Betis os acre ee $ 443 12,522 bes 7 7 $ as 
: Mar., 1956. —5.5 —5. +14. n.a. : 9, 
Percentage change from... .) 4oy” 1955, +92.6 +64 iat ip +148 +15 
Mia 5 oe, a ee $ 239 12,749 $ 6,201 $ $0 
Mar., 1956....| +119.3 te +13. n.a. —11, ih, 
Percentage change from... . Aken, 1955....| +55.2 +10.8 =$.7 -10 —4.1 
ee is 7 eg $ 269 rg $ a ty n.a. $ B .- 
Mar., 1956....| +89.4 —4. +10. na. —16. 
Percentage change from...) ane "1955 °° || 33.3 +141 —2.8 +111 





* Total for cities listed. » Includes East Moline. ¢ Includes immediately surrounding territory. n.a. Not available. 


Sources: 'U. S. Bureau of Labor Statistics. Data include Federal construction projects. * Local power companies. * Illinois 
Department of Revenue. Data are for December, 1955, the most recent available. Comparisons relate to November, 1955, and Decem- 
ber, 1954. 4 Research Departments of Federal Reserve Banks in Seventh (Chicago) and Eighth (St. Louis) Districts. Department 
store sales percentages rounded by original sources. * Local post office reports. 
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